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| AUTHHTWAVTAT TTA TAFT HE chart above shows the fluctuations of 
sal {IIIT UTAH hse urban real estate activity, foreclosures, 
UA NAHURRATATVAVHATRUOVAN DAVERIRUGELNUVAAUNT and rents in the United States from 1870 
> | | A ATARI to the present. The chart to the left is the 
See I iin last five years of the upper chart enlarged 
5 | UHHH to show monthly fluctuations. This chart is 
< +30 H Ht 110 explained in detail in the article starting 
K | WH Wi on page 632 in the November issue. 
2 * ® +20 Hi It HtLl100 
2 Hil WITH TTH In spite of wide-spread labor 
© ssolll| HUH HUH} eo 4 trouble, new lows in the stock market for the 
HTT Hi Hlelii/|l| @ year, and some recession in general business; 
|| TT || © most of the real estate barometers in the 
_ en mms large majority of the cities of the United 
| Hil 2 States showed a decided upward movement dur- 
| “- Hist 70 ing May. While the figures are not yet avail- 
Hill > able for June, personal observation leads us 
-20 WLI 60 2 to believe that this rate of increase has 
z A ill} i || & slowed down slightly. 
= -30 WL WU 50a 
y MAU UTTHITTTTH Real estate activity as measured by 
~ TTT THT AAA voluntary sales of reai estate increased at 
ie TTT MTT a rate much faster than the usual -seasonal 
” Wacoal dAAUAATTUUHHATUATUT TTT AUHHTTRTOAHHT TTT increase, carrying our index of real estate 
3980 eee HM Hn 2°~=fs« activity to less than 11% below normal, the 
« | “FORECLOSURES ACTIVITY | highest point it has reached since the early 
-60}) THIS MONTH 64 “era. 19.7 y2o0 part of 19430. If a moderate rate of increase 
YEAR AGO 78 727 -267 continues this year, it looks as if real es- 
-70 PTTL HELTTEIl yo «60 «octtate activity will pass the normal line,mark- 
DUOVQRUTNAATUAUTITTUATHUUUUOHAATTOOARIU NAAT ing the end of one of the greatest real es- 
Hl RATATAT TAA tate depressions we have ever experienced in 
~e0m'1933—«*9S4SC«*S COS COST SC the United States. 





11 | This increase in sales is the re- 
4 || sult of the increase in rents and values. Our 

e | figures on advertised rents are given and explained in detail on the fol- 
lowing two pages. A large percentage of the advertisements appearing in 
the classified columns of the leading newspapers of the United States are 
quoting very much higher rents than they quoted on the same type of units 
1] a year ago. 


739 











AVERAGE ADVERTISED SINGLE FAMILY DWELLING RENTS 1935 -1937 



























ATLANTA | BALTIMORE | [BIRMINGHAM BOSTON CHICAGO 
} | 
a | | 
Pitetisiits ee Didiiriiis M \eeecreeewn Ditdipeiiriisiins pall Added esti bili ssiiriiia ‘a eeeuveuveuee fweree ri 4 ri 
1935 1936 1937 1935 1936 _ 1937 1935 1936 1937 19358 1936 1937 1935 1936 'Ge3 7 
CINCINNATI ] CLEVELAND ~~ | [cCoLUmMBUS DENVER 





| 





| 
| 
| | 





| 








| 
| 


ALitiii iis ORWUTUORUURUIOUUEETON eeeeeere! Lid i rw 











i935 1936 1937 i935 1936 1937 is35 i936 1937 ss 1935 <a 1936 193 > ; 1935 1936 ret 1937 ; 
HOUSTON KANSAS CITY 
NATIONAL AVERAGE | 





ran SINGLE FAMILY DWELLINGS 
















































































































































a a —— l os aa A Os? 
LOS ANGELES MILWAUKEE 
“1935 1936 1937 | “935 1936 1937 
MINNEAPOLIS | NEW ORLEANS 
JUNE 1937 (PRELIMINARY) 97.0 | | 
MAY 1937 96.3 
JUNE 1936 80. | 
| 
DELETE PEE tt a SS a L | I S. Ri 1 l J 1 1 11 L 1 a | 1 a | 1 1 1 =! i DELLE titi Lititt 
1935 1936 1937 (935 1936 1937 1935 1936 i937 
NEW YORK OMAHA | [PHILADELPHIA PITTSBURGH RICHMOND, VA. 
r - | | ) | 
neti | 
BALLADE SSSaeeee Li i (SSSSSSSSSSSSS SSS biti Lt Rite titi t edi titis til isisiiiiial PRUSSSUSSSSSSEESS ae ES! Ditiis l 
{935 i936 1937 i935 is36 io37 is35 {936 1937 1935 1936 1937 1937 
ST.LOUIS SALT LAKE CITY | | SAN FRANCISGD SEATTLE 
| pol wt 
— | 
wen | 
AVERAGE ADVERTISED APARTMENT RENTS 1935-1937 & 
* ATLANTA BALTIMORE | [BIRMINGHAM BOSTON | CHICAGO | 
| ie | | 
| | | | 
| | | | | | | 
1935 1936 1937 i935 is36 1937 i935 is36 1937 1935 i936 1937 i935 1936 1937 
CINCINNATI! CLEVELAND ‘nocaas anene DENVER | DETROIT | 
| | | } | 
olf EOS Se & ae Spee Bos © CRE Pep .-.el se PR yy ie Se. See. 
1935 1936 i937 i935 i936 1937 1935 1936 1937 {935 1936 1937 i935 1936 1937 
saaun tea NATIONAL AVERAGE se 
a HEATED APARTMENT UNITS 
eee eeeeeeeeeeeeeeeeee ECCS eeeees: Ss nS 
ILWAUK 
LOS ANGELES JUNE 1937 (prcuimmanv) 65.4 ieee eatin | 
MAY 1937 64.0 
JUNE 1936 58.0 




















ROR Speer P siadich lea iebi aren KPA 
1935 1936 1937 1935 1936 1937 
MINNEAPOLIS NEW ORLEANS 
| | 
— 

















seeueeuees pS ereeseeee: eeeeet a 4. 4 4 4. 4. A. 4 = M 1 4. 4. i. J. 4 1 1 1 i 4. r 1 1 1 4 4. 4 PS SCS SUES ESS CSSCSSSSSE ES CESSES EE EES! 
1936 1937 ep ___ 1936 1937 1935 1936 1937. 
NEW YORK OMAHA | [PHILADELPHIA PITTSBURGH RICHMOND, VA. 


| | 
ol | 



































1935 1936 1937 1935 19361937 = 3 1936. 1937 1935 1936 1937, 1938 1936 1937 
ST LOVIS SALT LAKE CITY | | SAN FRANCISCO SEAT TLE | + 801-10 t 
| | | + 60 -20 | 

+ a0 -30 





+20 «oO 





























Revolt 


feeueeeeees ‘weet 














PSUS eee ee eee eee eee eee eee eeee Se eeeeeees ‘Seeeet 
©- 1937- REAL ESTATE ANALYSTS, INC.-SAINT LOUIS 








740 











t 
~ 

















exya3e sz38audsmeyx 
ranean “ . ? ° . *OT OT*OT ©T3980g 
° ° ° ° ¥ ? Z°OT 90°0T S9°6 TS°6 69°6 SO*OT Tz*Oot te° : 
Sgrot Lgrot SL°ot 2g°0T <ret gevet TG'TT ZY" OT TT OTT gertT SHIT BEIT OTT SN°TT GE00U gy Tt G53 yt Bre eee Wore. gore. Gere’ ghee Gere" Lene" se beg" a Semen ae 
ost . oat or bere. oy°6 2T°6 tes 068 9S ere hee oe ra 3 bdee 96-6 Lo*ot toot 6L°6 fs #8 } “8 29°6 19°¢ ue o¢ oL°8 2178 0978 8 29°9 aoe ik 
E°0T 6L°6 066 TL*6 gErot Gert LS*Ot ae Teor TE*OT THOT 6z*0T EO°OT TOOT To°ot 68°6 O86 89 Pewee, 
2S°OT 2g°O el°OT ES*TT 2Ll*TT 29°TT OO*TT Of"0 : ‘ 6°6 LL*6 oOtOT 9L°6 19° 026 6576 &°¢ TOOT 94°6 9678 06:8 1578 ow eginaeaa td 5 
7 ° ° e . ° . T°OT 67°OT 66°6 20°OT £0°0T Zo°ot 6°6 26°6 T x e T°St 26°C eer 2g°¢T “Cr “et 1S°ST 0 “et , 1 eq t 25° ua m 
Oz*€T 22°2T 60°It gy70t 1 A of Fret -t. AM 133 7.o Gg*et 2g*et eg*et Sgret S6*eT ores go;8t poret erst MOT Z2"OL Et-oL Le-6. Lz-or 99°0T ; “or goat grat 00°01 venewao m 
3b edt 06-at Bo-1t 1-1 IS*OT ZO*OT OO*OT Of*OT aeegt eset ee pb: Taote ie-ot fe-t 96°Lt Q6°Lt LOLI O9*LT 6 rat og Lt s rt 2g:Lt Te gt edt gtd i679 igrat 62° itt 
; ° ° ° ° ° L°gl 22°gt So*et gg°ZT gg” x e "9 Sé*e 6g THs ge°e Berg Be ° > 
20°02 gt*6t go GT O0°6T O6°9T grat 2179 oR" geen Shes Pero Heeg feeg leeg. tthe 9 : elpcteles a 
lo*é B78 T’6 gts 06° Te*s 0 - e . ° ° Loe T9g* g°g S9°e 89° GL° ét° 6¢° S9° ty . I . ™ > 
, "6 SEE ore 22°6 98g NOTE NOE 6T°G MTG €O°E HO"G IT"6 0°6 6:9 00°6 s° 6a" et. Het. tants 99°6 OL°6 16° 18 898 0 8 266 socegmeatin 3 
S6°OT 96°6 1S°6 LT*6 R "6 ¢€T°6 28:8 076 E°6 of°6 oOl°6 1S°6 119°6 Sg°6 Lovet G0°2t Bs 69°tt 29°tt Lytt Lett 22°tt “OT 35-0 LT*TT 9:0 8° i , pot og ES a 
Ble i ETT REE ope ioe gee Dice ose SES RES SSUES aie ES eee a ELT ay ge aie Oba geet ara agree ce Ae pei 3 
° ° ° . tL titel Se*9 06°9 TL*9 98° : z e fs a 2°@ 21°@ 00°@ gach Té ° < 
xd Xe ete be Seete 0S*oT 69°0t 2t°0t Lg°6 4056 e°6 LHe6 gleg oOl*g 5° 9 - “or 6Y*OT SE*OT S2*OT EN*OT te*oT LT*OT 90°OT OO*OT 9T*OT LT*OT Lz*Ot go.9t st a Z 
. : GIT SH*TT ZE°TT HL OT QY*OT 06°0T GE*OT TE*OT 69°0T S9*OT 6S°0T yeas 5 ae €S*OT PHOT LMrOT GLrOT Le*oT LIT Toot £L°6 36 "6 09°6 06"6 zn“ ene = 
Sek cet ieee OPE Pct ycee ageee G2't poe ER aeck Ger Se ge Sgt sgt op fet phat ape Beat oboe ahet Ae Gey dee dere a Gore arg pinteant? 
*Ttt 9QS*TT Q2° Tt 22°Ttt &T*2T Y *eT gg*TT é Me o°tt 1S*tt L2*tt oo*tt L9*OT 09°0T ot" OT T°OT Q°OT OT* OT gre oe Te ie ro ae gre Fiske tarde feree or SE-r a S 
g . Q9°ST gO*2Tt OL*IT TL°Tt TE*tt 9° TT is § 2 *2T ON2T EE°2T T6*TT €9°TT 69°TT LITT 9E°TT 9e*TT 9 oe 
nedhens ee ee ee er oe ° ° ° . ° ° *IT €H°Tl 62° TT 2$°Il Ze°tt T4o 
0 bs 2T°ST 26°2T 0S°2T r i . L*Tl TOIT TS*TT QS*ITT 9YTT OF TT SHIT bg. tt €*Tt on. tt yout 66ort $6.ct 2 oat = SB Se I med 4 
° *2t LE*IT OT*ZT €O*2T Oe*ZT O6*TT ZQ°TT Og*TT 19 ITT , ‘ Boe eee Oat Sree ogre Eteoe Geers Geete § vat Ub:tt gsr2t S9r6 woot 
§ Mi 6oczt Os et 7:2" ML €9°6 2l°0T 08°6 60°TT 6N°TT jr By : + a. een. a 4 96°g 62°g O€8 OF O£°8 8078 3978 is I $778 62°8 71:8. $928, SH78 seo a 
tocar gevor Mere, of°8 eee SEB G8 gork SBE  ge-br of br ys Br Secbe gevbr take eeite Girkr Gite aecte gerte gover Berke Edvgr gavyr olcfe gorex pice oecfe edcoe coe Saomrareg 
. ° e e . . . . ¢T°OT T2°ot OT 0 . a = 
te eden he ol ° ° ° 6° "9 6L°9 S6°9 99°9 9S° ¢° 2° €°9 1$°9 Té*9 Te" T° 20°S ©T3980g 
gevp fiere rg gg Gord zy Led thd SHed ed 262 gerd gerd zed MEL 99°) $69 Bera Glra Sé-9 Brg g6r9 Erg o*8 goed 0g:8 gp: ge ie aS 
ef 189 %.8 6S°9 659 4 on"9 Lee 26°8 ete eth 95 ov. $e] €*)L 62°L teed 9° ge: So") oor) Lye 2° ae 9671 6° gL? 3-2 Tf: 5 £359 exw at08 u 
Tat Get i Bt oer er eT ey Be ies Ges ee es es as Ss Bs ts as aes ae Os ee aes ey ay od eae 
Eee eee eee eee ee ee ee ee cee oma T 
' ; ' = ° ; ° ° *L €t°L 9g°g SS° an ae 
of*g 90°g e'L gel 2grL 26°8 88°S B ie, die al Pe pe 6s: cr) wr ; ‘3 _oasnasaata 
Tmt get et et at wey Oy a ey oe fess oe abe ea a ek OE eB AD Od 
& gt 8 +L 3eL 09:6 20°6 re #9 or obe8 a4 0523 leg as 2t9 “2 29°92 00:2, 3 ote 9. 3 «5 ie eh fe re°et se 9¢°2T Serer gucgt tere 9g7et fe°5t ool ane z 
: Fr ee sf ae “2 39° L°Tt et°2t Eyret Qeret ret G6°Tt LL*tt TL*tr Og°tt 2G°Tt ae og" Peon” Ehoe” Goeg” Core” Seog” Geek dere” tee aoe > 
zo°fr 6t°ft S62°% tet 62°ét og*eT LL°TT je £2. PE .5 T°9 S0°9 OTT9 g6°S 06°S HLS 49 49 isla wari 
7 ae oe ee ee ee ee : " ° . 2te9 Lz o€*9 gt*9 To°9 26°S o0'9 g0°9 16°S 62°S 61'S zt: 02°6 nan = 
wp Mth rock ted e679 gree 6679 3 Me 28:9 gL'9 99:7 43:8 089 t0°9 67°? gerd erg sig er8 £1:8 ét78 02°8 ws ss a ie 6278 9278 Fs seteduy 001 * 
*G 9t°S S9°S SS°S °G Ze 0° ps . . 62°g Seed terd 2gel oS*L Sé*l te z2° ; he 
° . . "6 26°8 26°8 e°S ST°6 29°8 Of°E : epee ait: int 
86°8 00°6 02°6 SS°6 5 2 . *g 60°g 1S*g SS*g of" 62°98 2h°8 SE*8 ae é f e-8 06° 06-8 20:8 £8 i 8 00°S one gore erg a 
at LSrOt TE. Ogre O66 BHF SEP EEE TS E2:§ SiS fies girs 96°39 Gee9 9ec9 Tee Be Sire EF2 Send See Soe Fore got oleh feom fot one 7:6 enqumtog 
by oy"g o2*g ¢2°s 38°) ged 8 20°F re? ee 73 aRe3 97.8 hoe8 8-2 ei o3:8 Ee 7. 85°F 5:7 FF el 99° ot: Lert a ale} A 3 <6 Seudeeala = 
sora Hos H"g ze7g 9B°L T° 09°6 €5°6 pir6 Le*6 gere 69°9 SL°8 65°8 OTB OF"B ¢° "g 61's ¢e°g <6°L o6:2 Teel 2grL cerl 9L° ’ 
eexe gore ee 20:8, 2 eee ol*6 £9°6 fa. €S°6 0S°6 tee ¢6°8 ¢£e°s 89°8 £5°8 Bt°s = ; Se eee ee a ae aa 69 coven 6 
e+ 5 2. OS 36.9t we eee) GS*L ogel I =0°3 §0°% se°¢ a8 Of%¢ 96"7 99° fo*S t0°S So" 0° et" 10° Q 3 s 3 tte} H:2 8 an 60 eae eaoata tea 
j . F : z E . . . . . . . . . : : ¥ s = A 
7. fey $F-3 i a9 Be 73 es re°G 81° 09°° LP Yesks Sci A eeele qecie eerie oboe a 6-98 Si" 9% 23.0% #028 ie "E,3¢ $6190 ea weo2* ee qUuBT 
Ogle Levde 96-l¢ Lile 0s-L¢ 66°98 sL-oe Gg-ae St-le Gere tere zerLe tLe fo-18 ceeds Stele gt") anced Sat dt atogt Bott ea 7 
eunre ABH *ady rey qeg / Postar « 
Z2e6! — 
° Bes IQJ peysenfpse uecq easy ‘4sfkTeUY 
*yquom ey3 jo seem suoTyengonty eSerease ey Buymoys sqaeyo a cas ee poe Pam ni ot pn Ra he gine Ro corn 
‘deoupengnel aus scutes Gung Gig. sduuoaame peieee Gene sat Skat SOG sageede San Gk” Seem Ga ceetee Geceationt a © ten tal cleue howe omit Se SPLDenEnD Sah Ot SeLARDED 
¢ ° Buteq cus aoys e038 ps . tena 
SEetaat Gaeen tats Ger tae Lee cee eseuy ysty zeyuyTe jo zequmu — 8 jo Tuer dine tae actor Prt oS Bienen ype pe AB go wave 
saat wee ces oer em ‘suotsseouco JeyyO wOsJ pus yUuBUey ely 04 enNp YyqUuOmM of YQUOM mous — io sol all andee aikaiis sae tanh ecues aes Bo: Brg vale 
— jt ey} uceeajeq BSutuyesueq wos uotTsseudep jo spotued seostd [Te jo woou ued yquom aed qu ae an Gaanein lek ce eae Ge ves 
= eouunias ewos geysy “*Sutaq TTy# Loyz eaetteq Map wien *seotud Tequer pesty -qyrede peqsey pus wetttitte "treks teatine pel he 
‘ - . 
fall sean tae siuinades seken ekeaeneae pi oe gpl ee oe -JeApB JNO UT UOCTIBNIONTJ Teucsves wZeTnFer owos punosy easy -ZeApe o8srz0ae ouy soqn [ 
SLINM ONITISMA NO SIVLNSY AGSBsSILyYsBAdyv 











i 
) 














742 



























































Coal aie me a... Geen 2 T HE chart to the left 
1oo}| a +— AVERAGE FLUCTUATIONS IN PRICE shows the fluctua- 
S| a See | | tions in the bid 
2 ne ES | prices of office and 
£70 ‘| | sune 37 $20 hotel bonds. The reces- 
Re | \ Al oriseaominens | __ JUNE'38 534 sion in general security 
z | ww Seen a ph etter] < prices has carried of- 
B °° orispmominenr | ara ¥ list ! fice building bonds to 
2 *° ee 7 ¥ Mpa i Man 340 the lowest point in the 
sn | ae | last year and a half 
° ‘ane om ee ~~ 1 Hotel bonds are still 
10 | | | | considerably above their 
. 1929 1930 1931 1932 1933 4 1934 1935 1936 1937 prices of a yoar AGO 


CONSTRUCTION WAGES AT THE BOTTOM 
OF THE DEPRESSION AND TODAY 


ONSTRUCTION costs reached their lowest levels in 19434. This was true 
of both materials and labor. Both materials and labor have advanced 
markedly from that time. 


To show the changes that have taken place, we are printing on 
the table to the right the wages actually paid by speculative builders on 
small house construction in 1944. This material was accumulated at the 
request of the NRA in an effort to arrive at wage scales for various parts 
of the country and for various types of construction labor. The figures 
for each city were secured at that time from leading home builders ona 


Signed questionnaire. 


One difficulty we have found with most studies of the fluctua- 
tions in building costs over a period of years made by other statistical 
organizations is that they have assumed that the union wage scale was 


actually paid. In many cities small homes have never been built by union 


labor and even in those cities where, as a rule, union labor is employed 
on this type of building, the matter of wages generally becomes a matter 
of confidential negotiation between the contractor and the laborers he em- 
ploys. We believe our readers will find it interesting to compare the 
wage scales in this table with the amounts they are paying today. 





We have available a supply of the three-color 
charts suitable for framing which appeared as the 
center spread in the May,1947 Real Estate Analyst. 
This chart showed the comparison of the fluctua- 
tions in the real estate cycle from 1795 to the 
present with the fluctuations in general business. 
Separate lines showed the fluctuations in new 
building, mortgage interest rates, the foreclosure 
rate, building material prices, general commodity 
prices and residential rents. As long as our 


supply lasts, a copy will be mailed to any sub- 
scriber requesting it. 
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REAL ESTATE VERSUS LISTED SECURITIES AS AN 
INVESTMENT FOR SAFETY, APPRECIATION AND INCOME 


have often had requests from our clients for charts which would 

\ 4 compare the real estate cycle with the security market. In the chart 

to the right we have endeavored to show a comparison of the real es- 

tate cycle, the business cycle, the fluctuations in security prices and 
the average yield on all dividend paying stocks. 


The indexes of security prices used on this chart are the Dow 
Jones Averages. The index showing the average yield on all dividend pay- 
ing stocks was worked out by Colonel Leonard P. Ayres of the Cleveland 
Trust Company. It is based on all stocks listed on the New York Stock Ex- 
change which were traded in with sufficient frequency to afford regular 
quotations and which paid dividends for at least two successive years. 


At first glance, the most striking fact in the comparison of 
these security lines with the real estate cycles is the apparent lack of 
relationship. Neither stock prices nor stock yields have shown any con- 
sistent attempt to fluctuate with the real estate cycle. The peak in the 
early nineteen hundreds in stock prices corresponded roughly with the real 
estate boom at that time, but we can see very little other definite re- 
lationship. Certainly the peak of the last boom in the stock market came 
long after the peak had been passed in real estate. The lows of 1942 pre- 
ceded by at least a year, and in some communities two years or more, the 
bottom of the real estate depression. 


The primary problem, however, which confronts investors is a 
comparison of the risks and possibilities for appreciation and income in 


‘various types of investments. 


It will be seen that in 1942 stock prices dropped toa point 
where for a single month it was possible to secure an average return of 
14.88%. This opportunity quickly passed, however, for in the following 
month prices had risen again to the point where the average return had 
dropped to 8.25%. At the present time the average yield is about ).8% on 
common stocks. Twenty high-grade industrial preferred stocks at the pres- 
ent time are paying an average yield of 5.16%. This yield in 1932 for a 


‘single month was 8.4%. Bonds vary widely in yields. At the present time 


fifteen high-grade industrials can be bought to yield to maturity ).55%. 
Fifteen first-class railroad bonds will average )|.66% and fifteen public 
utilities ).22%. The yield on municipal bonds is still lower, averaging 
2.82%, and the yields on Government issues vary down to the point where 
they are almost microscopic. 


The average individual who has not had extensive experience in 
securities is not satisfied with these yields. He believes when he enters 
the market that he can make a large return on his investments, not through 
dividend payments but through the appreciation in stock prices. If this 
individual succeeds in securing a better than average return on his capi- 
tal, 1t is generally due to luck rather than to foresight and shrewdness. 


We believe that two factors make real estate an unusually at- 
tractive investment in relation to the investment possibilities in secu- 


|rities. The first of these is that the stock market has already had its 


safest advance, for the value of all shares traded on the New York Stock 
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Exchange about the middle of 1932 was slightiy less than 18 billion dollars. Last month the total market 

value of all shares was practically 58 billion dollars, an increase of more than three times the depres- 

8) e sion low. Real estate has not yet had this increase in price, as the values of real properties always 

/ lag recoveries from major depressions, while stock market prices seem to lead the procession. Real es- 

tate prices are now rising and will continue to rise, we believe, for the next six or seven years. Dur- 
ing this time the stock market may have several more or less serious recessions, 


7 


The second advantage we think real estate offers in a period like the present is the ability to 
buy real estate safely with a smaller percentage of equity than could possibly be safe on securities. 
Real estate values move slowly. A persistent rumor that the Government may have to change its gold pol- 
icy has relatively little effect on rents and values, although it may be responsible for a very sizable 
drop in securities. If the rumor should become a reality, security prices would certainly be immediately 
and greatly affected. Real estate has not yet advanced to the point where it is over-valued and it would 
not, therefore, decline but would probably merely halt for a while in its upward price adjustment. On 
many types of property at the present time the Government considers a 20% equity safe and is willing to 
insure it. On the other hand, only a fool or a gambler would think of speculating on today's security 
market with a 20% equity. 
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LIFE INSURANCE COMPANIES AS MORTGAGEES 


N the charts on page 74.9 and the table on page 750 we show the experi- 
| exce of the hundred and ten largest life insurance companies in the 

United States as mortgage lending institutions from 1912 to the present. 
On this table we show each year the total amount invested in mortgage 
loans, the percentage this formed of the total physical assets of the hun- 
‘dred and ten companies, the interest rate earned on the mortgage port- 
folios, the amount of real estate owned, the percentage it formed of the 
total physical assets and the average rate earned on this real estate. 


A significant factor which this table and charts reveal is the 
rapid shrinkage in the mortgage portfolio of these companies. In 1941 the 
total investments in mortgages amounted to 7.), billion, in comparison with 
4.9 billion for 1936, a drop of about one-third in five years time. This 
drop becomes more significant when it is realized that in the same period 
the total assets of these companies increased from 19.5 billion to more 
than 2)) billion, an increase of almost 2h%. Does this mean that life in- 
surance companies are no longer sold on real estate mortgages as invest- 
ments for their assets? 


We believe that any study of the mortgage portfolios of life in- 
surance companies during recent years should also take into consideration 
the amount of real estate owned, as during the past few years many invest- 
ments have been transferred, due to foreclosures, from the mortgage 
account to the real estate owned account. Part of the drop in mortgage 
volume, as shown by the tall chart on the page opposite, is due to the 
fact that during the last few years the real estate owned account has 
grown by almost a billion and a half dollars. However, even with this ad- 
justment for real estate taken over, the combined volume has been dropping 


at the same time that the total physical assets of these companies has 
been increasing. 


We believe this condition is due primarily to the lack of any 
great volume of new construction which ordinarily furnishes an outlet for 
desirable mortgage lending, and to the fact that in a period when foreclo- 
sures have been high there has naturally been a tendency to scrutinize 
quite carefully mortgages on existing property where heavy vacancies, high 
taxes and low rentals often look quite discouraging. From the chart on 
the page opposite which shows the rate earned on real estate mortgages, it 
will be noticed that in 1922 and 1924, years of rapidly increasing values 
in real estate, the mortgage portfolios earned these companies 6.2%. On 


the other hand, in 1934 earnings reached a low of h.l%. They have re- 
covered slightly from this low position. 


The rate earned on real estate owned by life insurance companies 
is always necessarily low. The property taken over by any mortgagee is 
almost always problem property in a run-down condition. If it had not 
been an insoluble problem from the standpoint of the owner, he would have 
found some way of salvaging his equity. It will be noticed that the 
lowest rate on real estate owned was earned in 193), and that 1936 showed 
some improvement. 


In an effort to study the probable trends in the future, infor- 
mation has been secured from a number of the larger life insurance com- 





748 


(Continued on Page 750) 




















LIFE INSURANCE COMPANIES AS MORTGAGEES 


BASED ON THE RECORDS OF THE 110 LARGEST COMPANIES IN THE UNITED STATES 
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(Continued from Page 78) 
panies over a much longer period. We now have records of some of these 


companies for a period of seventy-five years or more. We find that real 
estate has been taken over by the life insurance companies in each major 
depression, that it takes a period of years to liquidate this real estate 
again, and that in each of these past depressions the real estate taken 
over has shown a rather poor earning record. From these studies we are 
inclined to believe that the insurance companies will slowly liquidate 
their properties until the middle forties. During this period we believe 
that real estate loans will again come into greater favor as investments 
and that the size of the mortgage portfolios will expand. 


REAL ESTATE AND MORTGAGES HELD BY THE 
IlO LARGEST LIFE INSURANCE COMPANIES 


IN THE UNITED STATES 














REAL ESTATE MORTGAGES REAL ESTATE OWNED 
Year Amounts % Assets Rate Earned Amount+* % Assets Rate Earned 
1912 §=6© $1,428.08 33.2 ..7 $160 ,5.6 5.9 3.6 
191 1,554,163 34.62 507 136,780 hel 2.9 
191 1,645 ,283 34.2 59 153 536 hed Jol 
1915 1,716,342 336 5 08 154.5297 38 Jel 
1916 1,823 ,658 33.6 5.9 15l.,762 3.5 3.2 
1917 1,951,504 34.62 59 168 ,191 55 Jel 
1918 2,000 ,86), 42.2 5.9 167,979 Sa) 2.6 
1919 2,009,362 41.0 5.8 153,36 207 4.0 
1920 2 53325439 3505 6.0 1535255 207 36 
1921 2,573,821 33.5 6.1 162,582 2 49 
1922 3,297,285 40.6 6.2 167,996 2s ed 
1923 3,482,881 39.1 6.2 182,670 Zaz 39 
192 3 3993 5250 ho.6 6.1 20h, ,120 pe 3.8 
1925 4,582,281 2.6 6.0 223 452 re h.O 
1926 5 5283 ,927 43.5 59 253 5953 21 38 
1927 5 962,158 43.7 5.8 298 ,606 2.2 3.1 
1928 6 55555276 43 3 58 351,878 203 Jol 
1929 7,091,613 2.8 57 oo ,914, 2.4 2.6 
1930 7,364,000 41.5 5 +7 461,9)9 206 2.9 
1931 7 441,593 38.8 56 598 , 702 Zl eel 
1932 7,145,817 35.8 5 el 8.1 ,876 4.2 1.6 
1933 6,570,801 52.5 Leip 1,200,506 5.9 1.5 
1934 =7,414,,568 3501 5-0 1,675,996 7+9 1.1 
19345 5 269,126 23.) bed 1,909,310 8. 
1936 4,952,652 20. 6 2,05 ,936 8.5 1.8 


* OOO omitted 
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EAL Estate Analysts,Inc.,has made an intensive study of Greater Saint 

Louis on the assumption that an exhaustive study over a long period 

of all factors affecting real estate in one representative community 
is often of greater value in determining the sequence of events in col-. 
lapse and recovery than is a general study of the entire country. 


After adjustment for seasonal fluctuations the indexes of the 
factors affecting real estate in Saint Louis continue favorable for the 
jmonth of May. Real estate sales again set a recovery high; foreclosures 
remained stationary; residential vacancies showed a slight decline; and 
residential construction, in spite of increased construction costs, showed 
a slight increase. Marriages alone of the four factors given above showed 
a drop in May, decreasing thirteen and a half per cent from the April fig- 
q * ure. While this condition is unusual, it is due probably to the cumulative 

uncertainty created by the large number of strikes and the general indus- 
trial unrest. 





From May 10 to June 14 residential vacancies in Saint Louis 
showed a slight net absorption for all types of units although heated 
apartment units continued to show a slight increase. The number of vacant 
residential units in June of the last four years is shown in the table be- 
low in contrast with the number for November, 1942. 








Date Vacancies Vacancy % 
November, 1932 28 ,207 12.8 
June, 193), 13,500 6.0 
June, 1935 10,700 4.8 
June, 1936 8,250 4.7 
June, 1947 7,850 505 


MONTHLY FLUCTUATIONS IN RESIDENTIAL VACANCY IN ST.LOUIS 
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HE charts 


above show the 
each month for the last three 


various regions of the United States. 


the spring months. 


number of new family accommodations 


built 
years for each 10,000 families in the 
These charts are not corrected 
for seasonal fluctueation which accounts for the rapid rise of the lines in 


Government building is not excluded. 

















